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Offering Price

Amount of
Registration

Fee(2)
Common Stock, par value $0.01 per share 110,461,782 $23.54 $2,600,270,348.28 $261,847.22

(1) Estimated solely for the purpose of computing the amount of the registration fee pursuant to Rule 457(c)
under the Securities Act of 1933. The price per share and aggregate offering price are based on the average
of the high and low price of the Registrant�s common stock on October 27, 2015, as reported on the New
York Stock Exchange.

(2) This filing fee is calculated and being paid pursuant to Rule 457(r) of the Securities Act of 1933 and relates
to the registration statement on Form S-3 (File No. 333-207668) filed by Citizens Financial Group, Inc. on
October 29, 2015.
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110,461,782 SHARES

COMMON STOCK

The selling stockholder named in this prospectus supplement is offering 110,461,782 shares of common stock of
Citizens Financial Group, Inc. We will not receive any of the proceeds from the sale of shares of common stock by the
selling stockholder.

Our common stock is listed on the New York Stock Exchange, or NYSE, under the symbol �CFG.� On October 30,
2015, the closing sales price of our common stock as reported on the NYSE was $24.30 per share.

Investing in our common stock involves risks. See �Risk Factors� beginning on page S-3 of this prospectus
supplement and in our other filings with the Securities and Exchange Commission incorporated by reference in
this prospectus supplement or the accompanying prospectus to read about factors you should consider before
buying shares of our common stock.

The underwriters have agreed to purchase the shares of common stock from the selling stockholder at a price equal to
$23.38 per share, which will result in $2.583 billion of proceeds to the selling stockholder before expenses, subject to
the terms and conditions in the underwriting agreement among the underwriters, the selling stockholder and us.

The underwriters propose to offer the shares of common stock from time to time for sale in one or more transactions
on the NYSE, in the over-the-counter market, through negotiated transactions or otherwise, at market prices prevailing
at the time of sale, at prices related to such prevailing market prices or negotiated prices, subject to their right to reject
any order in whole or in part. See �Underwriting.�

The underwriters expect to deliver the shares of common stock to purchasers on November 3 , 2015.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved
of these securities or passed upon the accuracy or adequacy of this prospectus supplement or the accompanying
prospectus. Any representation to the contrary is a criminal offense.
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Neither we, the selling stockholder nor the underwriters have authorized anyone to provide you with
information other than that contained or incorporated by reference in this prospectus supplement, the
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accompanying prospectus or any free writing prospectus prepared by us or on our behalf. Neither we, the
selling stockholder nor the underwriters take any responsibility for, or can provide any assurance as to the
reliability of, any information other than the information contained or incorporated by reference in this
prospectus supplement, the accompanying prospectus or any free writing prospectus prepared by us or on our
behalf. The selling stockholder and the underwriters are not offering to sell, nor seeking offers to buy, shares of
our common stock in any jurisdiction where an offer or sale is not permitted.

You should assume that the information appearing or incorporated by reference in this prospectus supplement,
the accompanying prospectus or any free writing prospectus prepared by us is accurate only as of their
respective dates or on the date or dates which are specified in such documents, and that any
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information in documents that we have incorporated by reference is accurate only as of the date of such
document incorporated by reference. Our business, financial condition, liquidity, results of operations and
prospects may have changed since those dates.

For investors outside of the United States, neither we nor the selling stockholder has done anything that would permit
the offering, possession or distribution of this prospectus supplement in any jurisdiction where action for that purpose
is required, other than in the United States. You are required to inform yourselves about and to observe any
restrictions relating to the offering, possession or the distribution of this prospectus supplement outside of the United
States.

This document is in two parts. The first part is this prospectus supplement, which describes the terms of this offering
of common stock and also adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference into this prospectus supplement and the accompanying prospectus. The second
part, the accompanying prospectus dated October 29, 2015, including the documents incorporated by reference
therein, provides more general information. Generally, when we refer to this prospectus, we are referring to both parts
of this document combined. To the extent there is a conflict between the information contained in this prospectus
supplement, on the one hand, and the information contained in the accompanying prospectus or in any document
incorporated by reference that was filed with the Securities and Exchange Commission (the �SEC�) before the date of
this prospectus supplement, on the other hand, you should rely on the information in this prospectus supplement. If
any statement in one of these documents is inconsistent with a statement in another document having a later date (for
example, a document incorporated by reference in this prospectus supplement or in the accompanying prospectus) the
statement in the document having the later date modifies or supersedes the earlier statement.

Unless otherwise stated in this prospectus supplement or accompanying prospectus or the context otherwise requires,
the terms �CFG,� �we,� �us,� and �our� refer to Citizens Financial Group, Inc. together with its consolidated subsidiaries, �RBS�
means The Royal Bank of Scotland Group plc and the �RBS Group� means RBS together with its subsidiaries (other
than CFG).

Within this prospectus supplement, we reference certain industry and sector information and statistics. We have
obtained this information and statistics from various independent third-party sources, including independent industry
publications, reports by market research firms and other independent sources. Nothing in the data used or derived
from third-party sources should be construed as advice. The SNL Financial LC, or SNL Financial, data included in
this prospectus supplement excludes all non-retail bank holding companies. The scope of �non-retail banks� is subject to
the discretion of SNL Financial, but typically includes: industrial bank and non-depository trust charters, institutions
with over 20% brokered deposits (of total deposits), institutions with over 20% credit card loans (of total loans),
institutions deemed not to broadly participate in the banking services market and other non-retail competitor banks.
Some data and other information are also based on our good faith estimates, which are derived from our review of
internal surveys and independent sources. We believe these external sources and estimates are reliable, but have not
independently verified them.
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dollars.
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SUMMARY

This summary highlights information contained elsewhere or incorporated by reference in this prospectus supplement,
the accompanying prospectus or any free writing prospectus prepared by us or on our behalf and does not contain all
of the information you should consider before investing in shares of our common stock. You should read this entire
prospectus supplement, the accompanying prospectus and the documents incorporated herein carefully, including the
section entitled �Risk Factors� and the financial statements and the related notes incorporated by reference into this
prospectus supplement, the accompanying prospectus or any free writing prospectus prepared by us or on our behalf,
before you decide to invest in shares of our common stock.

Citizens Financial Group, Inc.

We were the 13th largest retail bank holding company in the United States as of June 30, 2015, according to SNL
Financial, with $137.3 billion of total assets. Headquartered in Providence, Rhode Island, we deliver a broad range of
retail and commercial banking products and services to individuals, small businesses, middle-market companies, large
corporations and institutions. We conduct our banking operations through our two wholly-owned banking
subsidiaries, Citizens Bank, N.A. and Citizens Bank of Pennsylvania.

We operate our business through two operating segments: Consumer Banking and Commercial Banking. In Consumer
Banking, Citizens helps its retail customers �bank better� with mobile and online banking, a 24/7 customer contact
center and the convenience of approximately 3,200 ATMs and approximately 1,200 Citizens Bank branches in 11
states in the New England, Mid-Atlantic and Midwest regions. Citizens also provides mortgage lending, auto lending,
student lending and commercial banking services in select markets nationwide. In Commercial Banking, Citizens
offers corporate, institutional and not-for-profit clients a full range of wholesale banking products and services
including lending and deposits, capital markets, treasury services, foreign exchange and interest hedging, leasing and
asset finance, specialty finance and trade finance.

For a description of our business, financial condition, results of operations and other important information regarding
CFG, we refer you to our filings with SEC incorporated by reference in this prospectus supplement or the
accompanying prospectus. For instructions on how to find copies of these documents, see �Where You Can Find More
Information.�

We are subject to the supervision and regulation of the Board of Governors of the Federal Reserve System (the
�Federal Reserve Board�). Our principal executive offices are located at One Citizens Plaza in Providence, Rhode
Island, and our telephone number is (401) 456-7000.

Recent Developments

On October 23, 2015, we announced our preliminary results for the quarter ended September 30, 2015. Such financial
results are included in our Current Report on Form 8-K filed with the SEC on October 29, 2015 (the �Q3 Form 8-K�)
and are incorporated by reference in this prospectus supplement. The financial results included in the Q3 Form 8-K
are preliminary and may change as a result of the completion of our financial closing procedures or any adjustments
that may result from the completion of the review of our consolidated financial statements. Accordingly, these
unaudited results may materially differ from the actual results that will be reflected in our consolidated financial

Edgar Filing: CITIZENS FINANCIAL GROUP INC/RI - Form 424B7

Table of Contents 8



statements for the quarter ended September 30, 2015, when they are completed and publicly filed with the SEC on our
Quarterly Report for the quarter ended September 30, 2015. The Q3 Form 8-K should be read in conjunction with
�Selected Consolidated Financial Data,� �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� and our historical consolidated financial statements and the notes thereto in our Annual Report on Form
10-K for the year ended December 31, 2014 and our Quarterly Report on Form 10-Q for the three months ended
June 30, 2015 (the �Q2 2015 Form 10-Q�), each incorporated by reference in this prospectus supplement.
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THE OFFERING

The offering 110,461,782 shares of common stock offered by the selling stockholder.

Common stock outstanding 527,636,510 shares.

Use of proceeds We will not receive any proceeds from the sale of common stock in the
offering; the selling stockholder will receive all of the proceeds from the
sale of shares of our common stock.

Dividend policy On October 27, 2014, we announced the initiation of a quarterly cash
dividend on our common stock and on November 20, 2014, February 19,
2015, May 19, 2015 and August 17, 2015, we paid dividends to each of
our common stockholders of $0.10 per share, or $0.40 per share on an
annualized basis. In addition, on October 22, 2015, we declared a
dividend of $0.10 per share payable on November 19, 2015 to our
common stockholders of record on November 5, 2015. On March 11,
2015, we received a notice of non-objection from the Federal Reserve
Board to our 2015 Capital Plan submitted to the Federal Reserve Board
on January 5, 2015 (the �2015 Capital Plan�), which includes a proposed
quarterly dividend rate of $0.10 per share, or $0.40 per share on an
annualized basis, for 2015.

Risk factors See �Risk Factors� for a discussion of risks you should carefully consider
before deciding to invest in our common stock.

Selling stockholder Prior to the completion of this offering, RBS beneficially owns
approximately 20.9% of our outstanding shares of common stock. Upon
completion of this offering, RBS will no longer beneficially own any
shares of our common stock. Because upon the completion of this
offering, RBS will cease to own 4.99% of our shares of common stock,
the separation agreement we entered into with RBS in connection with
our initial public offering (the �Separation Agreement�) will terminate
immediately, other than certain provisions that will survive indefinitely.
Accordingly, RBS has advised us that it expects its designee to resign
from our board of directors effective upon the consummation of this
offering. Further, upon the consummation of this offering, RBS will no
longer have the right to (i) nominate a director to our board of directors
and (ii) have a non-voting observer attend our board meetings.
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Listing Our common stock is listed on the NYSE under the symbol �CFG.�
Unless we specifically state otherwise, all share information in this prospectus (i) is based on 527,636,510 shares
outstanding as of September 30, 2015 and (ii) does not take into account:

� 3,363,665 shares of common stock underlying CFG equity awards outstanding as of September 30, 2015; or

� 60,893,195 shares of common stock that may be granted under our equity compensation plans (including our
employee stock purchase plan) as of September 30, 2015.

S-2

Edgar Filing: CITIZENS FINANCIAL GROUP INC/RI - Form 424B7

Table of Contents 11



Table of Contents

RISK FACTORS

We are subject to a number of risks potentially impacting our business, financial condition, results of operations and
cash flows. As a financial services organization, certain elements of risk are inherent in our transactions and
operations and are present in the business decisions we make. We, therefore, encounter risk as part of the normal
course of our business and we design risk management processes to help manage these risks. Our success is
dependent on our ability to identify, understand and manage the risks presented by our business activities so that we
can appropriately balance revenue generation and profitability. These risks include, but are not limited to, credit risk,
market risk, liquidity risk, operational risk, model risk, technology, regulatory and legal risk and strategic and
reputational risk. We discuss our principal risk management processes and, in appropriate places, related historical
performance in the �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Risk
Governance� section in our Q2 2015 Form 10-Q incorporated by reference in this prospectus supplement.

You should carefully consider the following risk factors that may affect our business, financial condition and results of
operations, as well as the other information set forth and incorporated by reference in this prospectus, before making
a decision to invest in our common stock. If any of the following risks actually occur, our business, financial condition
or results of operations would likely be materially adversely affected. In such case, the trading price of our common
stock would likely decline due to any of these risks, and you may lose all or part of your investment. The following
risks are not the only risks we face. Additional risks that are not presently known or that we presently deem to be
immaterial also could have a material adverse effect on our business, financial condition and results of operations.

Risks Related to Our Business

We may not be able to successfully execute our strategic plan or achieve our performance targets.

Our strategic plan, which we began to implement in the second half of 2013, involves four principal elements:
(a) increasing revenue in both Consumer Banking and Commercial Banking; (b) enhancing cost reduction efforts
across the company; (c) leveraging capital actions aimed at better aligning our capital structure with those of regional
bank peers; and (d) the beneficial impact of a rising interest rate environment on our asset-sensitive balance sheet. Our
future success and the value of our stock will depend, in part, on our ability to effectively implement our strategic
plan. There are risks and uncertainties, many of which are not within our control, associated with each element of our
plan discussed further below.

In addition, certain of our key initiatives require regulatory approval, which may not be obtained on a timely basis, if
at all. Moreover, even if we do obtain required regulatory approval, it may be conditioned on certain organizational
changes, such as those discussed below, that could reduce the profitability of those initiatives.

Revenue Generation Component of Strategic Plan, Assumptions and Associated Risks. Our plans to increase revenue
involve reallocating resources toward businesses that will further increase and diversify our revenue base, including
by prudently growing higher-return earning assets, identifying and capitalizing on more fee income opportunities and
selectively expanding our balance sheet through increased loan origination volume principally in mortgage, small
business and auto. Our revenue growth plans are based on a number of assumptions, many of which involve factors
that are outside our control. Our key assumptions include:

� that we will be able to attract and retain the requisite number of skilled and qualified personnel required to
increase our loan origination volume in mortgage, business banking, auto, wealth, mid-corporate and
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specialty verticals. The marketplace for skilled personnel is competitive, which means hiring, training and
retaining skilled personnel is costly and challenging and we may not be able to increase the number of our
loan professionals sufficiently to achieve our loan origination targets successfully;

S-3

Edgar Filing: CITIZENS FINANCIAL GROUP INC/RI - Form 424B7

Table of Contents 13



Table of Contents

� that we will be able to grow higher-return earning assets with acceptable risk performance and increase fee
income in part by means of increased management discipline, industry focus, expansion of target markets,
focus on higher-return yielding assets and increased origination efforts;

� that we will be able to successfully identify and purchase high-quality interest-earning assets that perform
over time in accordance with our projected models;

� that we will be able to fund asset growth by growing deposits with our cost of funds increasing at a rate
consistent with our expectations;

� that our expansion into specialized industries, as well as our efforts to expand nationally in the mid-corporate
space, will not materially alter our risk profile from existing business operations in ways that our existing
risk models cannot effectively or accurately model;

� that there will be no material change in competitive dynamics, including as a result of our seeking to
increase market share and enter into new markets (as discussed below, we operate in a highly competitive
industry and any change in our ability to retain deposits or attract new customers in line with our current
expectations would adversely affect our ability to grow our revenue);

� that the foot traffic in our branches, on which certain sales and marketing efforts are focused, does not
significantly decrease more than expected as a result of technological advances; and

� that software we have recently licensed and implemented throughout our business, including an automated
loan origination platform, will function consistent with our expectations.

If one or more of our assumptions prove incorrect, we may not be able to successfully execute our strategic plan, we
may never achieve our indicative performance targets and any shortfall may be material.

Cost Savings and Efficiency Component of Strategic Plan and Associated Risks. In order for us to execute our
strategic plan successfully, we must continue to pursue a number of cost reduction and efficiency improvement
initiatives, including streamlining processes, reducing redundancy and improving cost structures, which we believe
will allow us to reduce overall expenses. There may be unanticipated difficulties in implementing our efficiency
initiatives, and while we achieved our targeted cost savings for 2014, there can be no assurance that we will fully
realize our target expense reductions, or be able to sustain any annual cost savings achieved by our efficiency
initiative. Reducing costs may prove difficult in light of our efforts to continue to establish and maintain our
stand-alone operational and infrastructural capabilities as a banking institution fully separate from the RBS Group,
including our rebranding efforts associated with our separation from the RBS Group. Reducing our structural costs
also may be difficult as a result of our efforts to continue to invest in technology and people in order to make further
organizational improvements in risk management and various other policies and procedures in order to comply with
increased guidance and new regulations and requirements imposed by our regulators. In addition, any significant
unanticipated or unusual charges, provisions or impairments, including as a result of any ongoing legal and regulatory
proceedings or industry regulatory changes, would adversely affect our ability to reduce our cost structure in any
particular period. If we are unable to reduce our cost structure as we anticipate, we may not be able to successfully
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execute our strategic plan, we may never achieve our indicative performance targets and any shortfall may be
material.

Reduction of Our Common Equity Tier 1 Ratio. Our strategic plan requires us to complete capital initiatives that
would result in a lower overall Basel III common equity Tier 1 (�CET1�) ratio. Because our capital structure is subject
to extensive regulatory scrutiny, including under the Federal Reserve Board�s CCAR process, and because CET1 is
used in calculating risk-based capital ratios, we may not be able to consummate the capital initiatives required to bring
our CET1 ratio in line with our expectations. This could prevent us from achieving our return on average tangible
common equity (�ROTCE�) targets. For more information about risks relating to our ability to obtain the requisite
approval from the Federal Reserve Board, see ��Supervisory requirements and expectations on us as a financial holding
company and a bank holding company, our need to make improvements and devote resources to various aspects of our
controls, processes, policies and procedures, and any regulator-
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imposed limits on our activities, could limit our ability to implement our strategic plan, expand our business, improve
our financial performance and make capital distributions to our stockholders.�

Rising Interest Rate Environment. Our earnings are dependent to a large extent on our net interest income, which is
interest income and fees earned on loans and investments, less interest paid on deposits and other borrowings. Net
interest income growth has been challenged by the relatively persistent low interest rate environment, which continued
through 2014 and is continuing through 2015. Our strategic plan includes assumptions about rising interest rates in the
coming periods. However, interest rates are highly sensitive to numerous factors which are beyond the control of our
management, and they have not, in recent periods, increased in line with our expectations. If the current low interest
rate environment were to continue or if interest rates do not rise as much or as quickly as we expect, then we may not
be able to achieve our ROTCE or other targets. For further information about our interest rate sensitivity, see
�Management�s Discussion and Analysis of Financial Condition and Results of Operations�Risk Governance� and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations�Market Risk� in our Q2 2015
Form 10-Q incorporated by reference in this prospectus supplement.

In addition to the four principal elements of our strategic plan, we also anticipate that our ROTCE will be affected by
a number of additional factors. We anticipate a benefit to our ROTCE from runoff of our non-core portfolio and
existing pay-fixed interest rate swaps, which we expect will be offset by the negative impact on our ROTCE of some
deterioration in the credit environment as they return to historical levels and a decline in gains on investments in
securities. We do not control many aspects of these factors (or others) and actual results could differ from our
expectations materially, which could impair our ability to achieve our strategic ROTCE goals.

Supervisory requirements and expectations on us as a financial holding company and a bank holding company,
our need to make improvements and devote resources to various aspects of our controls, processes, policies and
procedures, and any regulator-imposed limits on our activities, could limit our ability to implement our strategic
plan, expand our business, improve our financial performance and make capital distributions to our stockholders.

As a result of and in addition to new legislation aimed at regulatory reform, such as the Dodd-Frank Wall Street
Reform and Consumer Protection Act (the �Dodd-Frank Act�), and the increased capital and liquidity requirements
introduced by the U.S. implementation of the Basel III framework (the capital components of which have become
effective), the federal banking agencies (the Federal Reserve Board, the Office of the Comptroller of the Currency (the
�OCC�) and the Federal Deposit Insurance Corporation (the �FDIC�)), as well as the Consumer Financial Protection
Bureau (the �CFPB�), generally are taking a more stringent approach to supervising and regulating financial institutions
and financial products and services over which they exercise their respective supervisory authorities. We, our two
banking subsidiaries and our products and services are all subject to greater supervisory scrutiny and enhanced
supervisory requirements and expectations and face significant challenges in meeting them. We expect to continue to
face greater supervisory scrutiny and enhanced supervisory requirements in the foreseeable future.

Our two banking subsidiaries are currently subject to consent orders issued in 2013 by the OCC and the FDIC in
connection with their findings of deceptive marketing and implementation of some of our checking account and funds
transfer products and services. Among other things, the consent orders require us to remedy deficiencies and develop
stronger compliance controls, policies and procedures. We have made progress and continue to make progress in
addressing these requirements, but the consent orders remain in place and we are unable to predict when they may be
terminated. We and our banking subsidiaries are also currently subject to consent orders issued in 2015 by the CFPB,
the OCC and the FDIC in connection with past deposit reconciliation practices and under which the regulators will
have to approve a remediation and restitution plan for affected customers. CBNA is also making improvements to its
compliance management systems, fair lending compliance,
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risk management, add-on product practices and overdraft fees in order to address deficiencies in those areas. CBPA is
making improvements to address deficiencies in its overdraft fees, add-on product practices, third-party payment
processor activities, oversight of third-party service providers, compliance program, policies, procedures and training,
information security, consumer complaints process and anti-money laundering controls. In addition, one of our
banking subsidiaries expects to face shortly a formal administrative enforcement action from its federal supervisory
agency, including the assessment of civil monetary penalties and restitution, relating to identity theft and debt
cancellation add-on product practices. These efforts require us to make investments in additional resources and
systems and also require a significant commitment of managerial time and attention.

In March 2014, the OCC communicated its determination that CBNA does not meet the condition�namely, that CBNA
must be both well capitalized and well managed, as those terms are defined in applicable regulations, based on certain
minimum capital ratios and supervisory ratings, respectively�necessary to own a financial subsidiary. A financial
subsidiary is permitted to engage in a range of activities, similar to those of a financial holding company, that is
broader than those permissible for a national bank itself. CBNA has two financial subsidiaries, Citizens Securities,
Inc., a registered broker-dealer, and RBS Citizens Insurance Agency, Inc., a dormant entity, although it continues to
collect commissions on certain outstanding insurance policies. CBNA has entered into an agreement with the OCC
(the �OCC Agreement�) pursuant to which it was required to develop a remediation plan, which was submitted to the
OCC, setting forth the specific actions it will take to bring itself back into compliance with the condition to own a
financial subsidiary and the schedule for achieving that objective. Until CBNA addresses the deficiencies to the OCC�s
satisfaction, CBNA will be subject to restrictions on its ability to acquire control of or hold an interest in any new
financial subsidiary and to commence new activities in any existing financial subsidiary, without the prior approval of
the OCC. The OCC Agreement provides that if CBNA fails to remediate the deficiencies, it may have to divest itself
of its financial subsidiaries and comply with any additional limitations or conditions on its conduct as the OCC may
impose. CBNA was required to develop a plan and has implemented a comprehensive enterprise-wide program to
address these deficiencies, through which, we believe, many have already been addressed.

We are also required to make improvements to our overall compliance and operational risk management programs and
practices in order to comply with enhanced supervisory requirements and expectations and to address weaknesses in
retail credit risk management, liquidity risk management, model risk management, outsourcing and vendor risk
management and related oversight and monitoring practices and tools. Our and our banking subsidiaries� consumer
compliance program and controls also require improvement, particularly with respect to deposit reconciliation
processes, fair lending and mortgage servicing. In addition to all of the foregoing, as part of our and our banking
subsidiaries� regular examination process, from time to time we and our banking subsidiaries may become, and
currently are, subject to prudential restrictions on our activities. The restrictions that apply to CBNA are described
above. Similarly, under the Bank Holding Company Act of 1956 (the �Bank Holding Company Act�), currently we may
not be able to engage in certain categories of new activities or acquire shares or control of other companies other than
in connection with internal reorganizations.

In order to remedy these weaknesses and meet these regulatory and supervisory challenges, we need to make
substantial improvements to our compliance, risk management and other processes, systems and controls. We expect
to continue to dedicate significant resources and managerial time and attention and to make significant investments in
enhanced compliance, risk management and other processes, systems and controls. We also expect to make restitution
payments to our banking subsidiaries� customers, which could be significant, arising from certain of the consumer
compliance deficiencies and product practices described above and to pay civil money penalties in connection with
certain of these deficiencies and product practices. We have established reserves in respect of these future payments,
but the amounts that we are ultimately obligated to pay could be in excess of our reserves.
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to implement aspects of our strategic plan or otherwise pursue certain business opportunities. Moreover, if we are
unsuccessful in remedying these weaknesses and meeting the enhanced supervisory
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requirements and expectations that apply to us and our banking subsidiaries, we could remain subject to existing
restrictions or become subject to additional restrictions on our activities, informal (nonpublic) or formal (public)
supervisory actions or public enforcement actions, including the payment of civil money penalties. Any such actions
or restrictions, if and in whatever manner imposed, would likely increase our costs and could limit our ability to
implement our strategic plans and expand our business, and as a result could have a material adverse effect on our
business, financial condition or results of operations.

A continuation of the current low interest rate environment or subsequent movements in interest rates may have an
adverse effect on our profitability.

Net interest income historically has been, and in the near-to-medium term we anticipate that it will remain, a
significant component of our total revenue. This is due to the fact that a high percentage of our assets and liabilities
have been and will likely continue to be in the form of interest-bearing or interest-related instruments. Our net interest
income was $1.7 billion for the six months ended June 30, 2015, $3.3 billion for the year ended December 31, 2014
and $3.1 billion for the year ended December 31, 2013. Changes in interest rates can have a material effect on many
areas of our business, including the following:

Net Interest Income. In recent years, it has been the policy of the Federal Reserve Board and the U.S. Treasury to
maintain interest rates at historically low levels through its targeted federal funds rate and the purchase of U.S.
Treasury and mortgage-backed securities. As a result, yields on securities we have purchased, and market rates on the
loans we have originated, have been at levels lower than were available prior to 2008. Consequently, the average yield
on our interest-earning assets has decreased during the low interest rate environment. If a low interest rate
environment persists, our net interest income may further decrease. This would be the case because our ability to
lower our interest expense has been limited at these interest rate levels, while the average yield on our interest-earning
assets has continued to decrease. Moreover, as interest rates begin to increase, if our floating rate interest-earning
assets do not reprice faster than our interest-bearing liabilities in a rising rate environment, our net interest income
could be adversely affected. If our net interest income decreases, this could have an adverse effect on our profitability.

Deposit Costs. As interest rates increase, our net interest margin would narrow if our cost of funding increases without
a correlative increase in the interest we earn from loans and investments. Because we rely extensively on deposits to
fund our operations, our cost of funding would increase if there is an increase in the interest rate we are required to
pay our customers to retain their deposits. This could occur, for instance, if we are faced with competitive pressures to
increase rates on deposits. In addition, if the interest rates we are required to pay for other sources of funding (for
example, in the interbank or capital markets) increases, our cost of funding would increase. If any of the foregoing
risks occurs, our net interest margin could narrow. Although our assets currently reprice faster than our liabilities
(which would result in a benefit to net interest income as interest rates rise), the benefit from rising rates could be less
than we assume, which may have an adverse effect on our profitability.

Loan Volume and Delinquency. Increases in interest rates may decrease customer demand for loans as the higher cost
of obtaining credit may deter customers from seeking new loans. Further, higher interest rates might also lead to an
increased number of delinquent loans and defaults, which would affect the value of our loans.

Value of Our Mortgage Servicing Rights. As a residential mortgage servicer, we have a portfolio of mortgage
servicing rights (�MSRs�). MSRs are subject to interest rate risk in that their fair value will fluctuate as a result of
changes in the interest rate environment. When interest rates fall, borrowers are generally more likely to prepay their
mortgage loans by refinancing them at a lower rate. As the likelihood of prepayment increases, the fair value of MSRs
can decrease. A decrease in the fair value below the carrying value of MSRs will reduce earnings in the period in
which the decrease occurs.
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policies of the Federal Reserve Board, affect interest income and interest expense. Although we have policies and
procedures designed to manage the risks associated with changes in market interest rates, as further discussed under
�Management�s Discussion and Analysis of Financial Condition and Results of Operations�Risk Governance� in our Q2
2015 Form 10-Q incorporated by reference in this prospectus supplement, changes in interest rates still may have an
adverse effect on our profitability.

If our assumptions regarding borrower behavior are wrong or overall economic conditions are significantly different
than we anticipate, then our risk mitigation may be insufficient to protect against interest rate risk and our net income
would be adversely affected.

We could fail to attract, retain or motivate highly skilled and qualified personnel, including our senior
management, other key employees or members of our Board, which could impair our ability to successfully execute
our strategic plan and otherwise adversely affect our business.

A key cornerstone of our strategic plan involves the hiring of a large number of highly skilled and qualified personnel.
Accordingly, our ability to implement our strategic plan and our future success depends on our ability to attract, retain
and motivate highly skilled and qualified personnel, including our senior management and other key employees and
directors, competitively with our peers. The marketplace for skilled personnel is becoming more competitive, which
means the cost of hiring, incentivizing and retaining skilled personnel may continue to increase. The failure to attract
or retain, including as a result of an untimely death or illness of key personnel, or replace a sufficient number of
appropriately skilled and key personnel could place us at a significant competitive disadvantage and prevent us from
successfully implementing our strategy, which could impair our ability to implement our strategic plan successfully,
achieve our performance targets and otherwise have a material adverse effect on our business, financial condition and
results of operations.

Governmental scrutiny with respect to matters relating to compensation and other business practices in the financial
services industry has increased dramatically in the past several years and has resulted in more aggressive and intense
regulatory supervision and the application and enforcement of more stringent standards. For example, in June 2010,
the Federal Reserve Board and other federal banking regulators jointly issued comprehensive final guidance designed
to ensure that incentive compensation policies do not undermine the safety and soundness of banking organizations by
encouraging employees to take imprudent risks. The recent financial crisis and the current political and public
sentiment regarding financial institutions has resulted in a significant amount of adverse press coverage, as well as
adverse statements or charges by regulators and elected officials. Future legislation or regulation or government views
on compensation may result in us altering compensation practices in ways that could adversely affect our ability to
attract and retain talented employees.

In addition to complying with U.S. laws relating to compensation, we may also be required to comply with certain
United Kingdom (�UK�) and European Union (�EU�) remuneration requirements for a period of time following
completion of this offering until the UK Prudential Regulation Authority confirms that it no longer considers RBS
Group to control us.

Our ability to meet our obligations, and the cost of funds to do so, depend on our ability to access sources of
liquidity and the particular sources available to us.

Liquidity risk is the risk that we will not be able to meet our obligations, including funding commitments, as they
come due. This risk is inherent in our operations and can be heightened by a number of factors, including an
over-reliance on a particular source of funding (including, for example, short-term and overnight funding), changes in
credit ratings or market-wide phenomena such as market dislocation and major disasters. Like many banking groups,
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corporate customer deposits, changes in interest rates and returns on other investment classes, which could result in a
significant outflow of deposits within a short period of time. To the extent that there is heavy competition among U.S.
banks for retail customer deposits, this competition may increase the cost of procuring new deposits and/or retaining
existing deposits, and otherwise negatively affect our ability to grow our deposit base. An inability to grow, or any
material decrease in, our deposits could have a material adverse effect on our ability to satisfy our liquidity needs.

In addition, volatility in the interbank funding market can negatively affect our ability to fund our operations. For
example, funding in the interbank markets, a traditional source of unsecured short-term funding, was severely
disrupted throughout the global economic and financial crisis. If market disruption or significant volatility returns to
the interbank or wholesale funding market, our ability to access liquidity in these funding markets could be materially
impaired. Additionally, other factors outside our control, such as an operational problem that affects third parties,
could impair our ability to access market liquidity or create an unforeseen outflow of cash or deposits. Our inability to
access adequate funding, whether from bank deposits, the interbank funding market or the broader capital markets,
would constrain our ability to make new loans, to meet our existing lending commitments and ultimately jeopardize
our overall liquidity and capitalization.

Maintaining a diverse and appropriate funding strategy for our assets consistent with our wider strategic risk appetite
and plan remains challenging, and any tightening of credit markets could have a material adverse impact on us. In
particular, there is a risk that corporate and financial institution counterparties may seek to reduce their credit
exposures to banks and other financial institutions (for example, reflected in reductions in unsecured deposits supplied
by these counterparties), which may cause funding from these sources to no longer be available. Under these
circumstances, we may need to seek funds from alternative sources, potentially at higher costs than has previously
been the case, or may be required to consider disposals of other assets not previously identified for disposal, in order
to reduce our funding commitments.

A reduction in our credit ratings, which are based on a number of factors, could have a material adverse effect on
our business, financial condition and results of operations.

Credit ratings affect the cost and other terms upon which we are able to obtain funding. Rating agencies regularly
evaluate us, and their ratings are based on a number of factors, including our financial strength. Other factors
considered by rating agencies include conditions affecting the financial services industry generally. Any downgrade in
our ratings would likely increase our borrowing costs, could limit our access to capital markets, and otherwise
adversely affect our business. For example, a ratings downgrade could adversely affect our ability to sell or market in
the capital markets certain of our securities, including long-term debt, engage in certain longer-term and derivatives
transactions and retain our customers, particularly corporate customers who may require a minimum rating threshold
in order to place funds with us. In addition, under the terms of certain of our derivatives contracts, we may be required
to maintain a minimum credit rating or have to post additional collateral or terminate such contracts. Any of these
results of a rating downgrade could increase our cost of funding, reduce our liquidity and have adverse effects on our
business, financial condition and results of operations.

On June 22, 2012, Moody�s downgraded the long-term bank deposit rating of our banking subsidiaries to A3 following
its downgrade of RBS on June 21, 2012. On November 11, 2013, Standard & Poor�s lowered its ratings on 20 of
CBNA�s letter of credit-backed U.S. public finance issues. This action followed Standard & Poor�s� November 7, 2013
downgrade of the long-term debt of RBS to BBB+ and its simultaneous lowering of our long-term debt rating to
BBB+. On November 3, 2013, Fitch downgraded our long-term debt rating to BBB+ following RBS�s announcement
of its intention to fully divest us by 2016. On August 21, 2014, Fitch affirmed our long-term debt rating of BBB+, and
on December 3, 2014, Fitch rated CBNA�s subordinated debt as BBB. On May 7, 2014, Standard & Poor�s lowered our
stand-alone credit profile to A- from A. On February 3, 2015, Standard & Poor�s affirmed its issuer ratings of both
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methodology, Moody�s upgraded the long-term bank deposit rating of our banking subsidiaries to A1 and improved its
ratings outlook to stable, while downgrading our banking subsidiaries� issuer ratings to Baa1 from A3. At the same
time, Moody�s affirmed the a3 baseline credit assessments of our banking subsidiaries. These ratings could be further
downgraded as a result of a number of factors, such as our financial strength and economic conditions generally. Any
further reductions in our credit ratings or those of our banking subsidiaries could adversely affect our access to
liquidity, our competitive position, increase our funding costs or otherwise have a material adverse effect on our
business, financial condition and results of operations.

We are subject to certain risks related to originating and selling mortgages and we may be required to repurchase
mortgage loans or indemnify mortgage loan purchasers, which could adversely impact our business, financial
condition and results of operations.

We originate and often sell mortgage loans. When we sell mortgage loans, whether as whole loans or pursuant to a
securitization, we are required to make customary representations and warranties to the purchaser about the mortgage
loans and the manner in which they were originated. Our loan sale agreements require us to repurchase or substitute
mortgage loans in the event of certain breaches of these representations or warranties. In addition, we may be required
to repurchase mortgage loans as a result of borrower fraud or in the event of early payment default of the borrower on
a mortgage loan. Likewise, we are required to repurchase or substitute mortgage loans if we breach certain
representations or warranties in connection with our securitizations, whether or not we were the originator of the loan.
While in many cases we may have a remedy available against certain parties, often these may not be as broad as the
remedies available to a purchaser of mortgage loans against us, and we face the further risk that such parties may not
have the financial capacity to satisfy remedies that may be available to us. Therefore, if a purchaser enforces its
remedies against us, we may not be able to recover our losses from third parties. We have received repurchase and
indemnity demands from purchasers in the past, which have resulted in an increase in the amount of losses for
repurchases. In particular, between the start of 2009 and June 30, 2015, we received approximately $165 million in
repurchase demands and $99 million in indemnification payment requests in respect of loans originated, for the most
part, since 2003. Of those claims presented, $95 million was paid to repurchase residential mortgages and $33 million
was incurred for indemnification costs to make investors whole. We repurchased mortgage loans totaling $7 million
during the six months ended June 30, 2015 and $25 million and $35 million during the years ended December 31,
2014 and 2013, respectively. We incurred no indemnification costs during the six months ended June 30, 2015 and $8
million and $12 million during the years ended December 31, 2014 and 2013, respectively. We responded to
subpoenas issued by the Office of the Inspector General for the Federal Housing Authority Agency in December 2013
which requested information about loans sold to The Federal National Mortgage Association and The Federal Home
Loan Mortgage Corporation from 2003 to 2011. We cannot estimate what the future level of repurchase demands will
be or our ultimate exposure, and cannot give any assurance that the historical experience will or will not continue in
the future. The volume of repurchase demands may increase, which could have a material adverse effect on our
business, financial condition and results of operations.

We face risks as a servicer of loans. We may be terminated as a servicer or master servicer, be required to
repurchase a mortgage loan or reimburse investors for credit losses on a mortgage loan, or incur costs, liabilities,
fines and other sanctions if we fail to satisfy our servicing obligations, including our obligations with respect to
mortgage loan foreclosure actions.

We act as servicer or master servicer for mortgage loans included in securitizations and for unsecuritized mortgage
loans owned by investors. As a servicer or master servicer for those loans, we have certain contractual obligations to
the securitization trusts, investors or other third parties, including, in our capacity as a servicer, foreclosing on
defaulted mortgage loans or, to the extent consistent with the applicable securitization or other investor agreement,
considering alternatives to foreclosure (such as loan modifications, short sales and deed-in-lieu of foreclosures), and,
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increasing, which reduces our profitability. In addition, we serve as a servicer for government sponsored enterprises
(�GSEs�) under servicing guides. The GSEs can amend their servicing guides, which can increase the scope or costs of
the services we are required to perform without any corresponding increase in our servicing fee. Further, the CFPB
has issued two regulations that amended the mortgage servicing provisions of Regulation Z and Regulation X, which
became effective on January 10, 2014 and which may further increase the scope and costs of services we are required
to perform, including as it relates to servicing loans that we own. In addition, there has been a significant increase in
state laws that impose additional servicing requirements that increase the scope and cost of our servicing obligations.

If we commit a material breach of our obligations as servicer or master servicer, we may be subject to termination if
the breach is not cured within a specified period of time following notice, which can generally be given by the
securitization trustee or a specified percentage of security holders, causing us to lose servicing income. In addition, we
may be required to indemnify the securitization trustee against losses from any failure by us, as a servicer or master
servicer, to perform our servicing obligations or any act or omission on our part that involves willful misfeasance, bad
faith or gross negligence. For certain investors and/or certain transactions, we may be contractually obligated to
repurchase a mortgage loan or reimburse the investor for credit losses incurred on the loan as a remedy for servicing
errors with respect to the loan. If we experience increased repurchase obligations because of claims that we did not
satisfy our obligations as a servicer or master servicer, or increased loss severity on such repurchases, we may have to
materially increase our repurchase reserve.

We rely on the mortgage secondary market and GSEs for some of our liquidity.

We sell some of the mortgage loans we originate to reduce our credit risk and to provide funding for additional loans.
We rely on GSEs to purchase loans that meet their conforming loan requirements. Strategically, we may originate and
hold nonconforming loans on-balance sheet for investment purposes, or from time to time, we will rely on other
capital markets investors to purchase nonconforming loans (i.e., loans that do not meet GSE requirements). A viable,
consistent outlet for nonconforming loans continues to be a challenge that has impacted the liquidity in this space.
Retaining nonconforming loans on balance sheet is a trend that continues. When we retain a loan not only do we keep
the credit risk of the loan but we also do not receive any sale proceeds that could be used to generate new loans.
However, we receive net interest margin as our income stream as loan payments are received on a monthly basis in
lieu of sale proceeds. Depending on balance sheet capacity, a persistent lack of liquidity could limit our ability to fund
and thus originate new mortgage loans, reducing the fees we earn from originating and servicing loans. In addition, we
cannot provide assurance that GSEs will not materially limit their purchases of conforming loans due to capital
constraints or change their criteria for conforming loans (e.g., maximum loan amount or borrower eligibility). We note
that proposals have been presented to reform the housing finance market in the United States, including the role of the
GSEs in the housing finance market. The extent, timing and impact of any such regulatory reform regarding the
housing finance market and the GSEs, as well as any effect on our business and financial results, are uncertain.

We are subject to increased risk of credit losses associated with HELOCs originated prior to the global financial
and economic crisis.

During the years prior to the global financial and economic crisis, financial institutions, including us, originated a
significant number of home equity lines of credit (�HELOCs�). The terms of HELOCs generally provided for the
deferral of borrowers� obligations to begin to repay principal until a specified future date. As of June 30, 2015,
approximately 23% of our $15.4 billion HELOC portfolio, or $3.5 billion in drawn balances, were subject to a
payment reset or balloon payment between July 1, 2015 and December 31, 2017, including $188 million in balloon
balances where full payment is due at the end of a ten-year interest-only draw period. Although we launched a
program in September 2013 to manage the exposure by providing heightened outreach to borrowers, there remains a
risk of increased credit losses as borrowers become obligated to make principal and interest payments. For further
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Our financial performance may be adversely affected by deterioration in borrower credit quality, particularly in the
New England, Mid-Atlantic and Midwest regions, where our operations are concentrated.

We have exposure to many different industries and risks arising from actual or perceived changes in credit quality and
uncertainty over the recoverability of amounts due from borrowers is inherent in our businesses. Our exposure may be
exacerbated by the geographic concentration of our operations, which are predominately located in the New England,
Mid-Atlantic and Midwest regions. The credit quality of our borrowers may deteriorate for a number of reasons that
are outside our control, including as a result of prevailing economic and market conditions and asset valuation. The
trends and risks affecting borrower credit quality, particularly in the New England, Mid-Atlantic and Midwest regions,
have caused, and in the future may cause, us to experience impairment charges, increased repurchase demands, higher
costs, additional write-downs and losses and an inability to engage in routine funding transactions, which could have a
material adverse effect on our business, financial condition and results of operations.

Our framework for managing risks may not be effective in mitigating risk and loss and our use of models presents
risks to our risk management framework.

Our risk management framework is made up of various processes and strategies to manage our risk exposure. The
framework to manage risk, including the framework�s underlying assumptions, may not be effective under all
conditions and circumstances. If the risk management framework proves ineffective, we could suffer unexpected
losses and could be materially adversely affected.

One of the main types of risks inherent in our business is credit risk. An important feature of our credit risk
management system is to employ an internal credit risk control system through which we identify, measure, monitor
and mitigate existing and emerging credit risk of our customers. As this process involves detailed analyses of the
customer or credit risk, taking into account both quantitative and qualitative factors, it is subject to human error. In
exercising their judgment, our employees may not always be able to assign an accurate credit rating to a customer or
credit risk, which may result in our exposure to higher credit risks than indicated by our risk rating system.

In addition, we have undertaken certain actions to enhance our credit policies and guidelines to address potential risks
associated with particular industries or types of customers, as discussed in more detail under �Management�s Discussion
and Analysis of Financial Condition and Results of Operations�Risk Governance� and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Market Risk� in our Q2 2015 Form 10-Q incorporated by
reference in this prospectus supplement. However, we may not be able to effectively implement these initiatives, or
consistently follow and refine our credit risk management system. If any of the foregoing were to occur, it may result
in an increase in the level of nonperforming loans and a higher risk exposure for us, which could have a material
adverse effect on us.

Some of our tools and metrics for managing risk are based upon our use of observed historical market behavior. We
rely on quantitative models to measure risks and to estimate certain financial values. Models may be used in such
processes as determining the pricing of various products, grading loans and extending credit, measuring interest rate
and other market risks, predicting losses, assessing capital adequacy and calculating regulatory capital levels, as well
as estimating the value of financial instruments and balance sheet items. Poorly designed or implemented models
present the risk that our business decisions based on information incorporating such models will be adversely affected
due to the inadequacy of that information. Moreover, our models may fail to predict future risk exposures if the
information used in the model is incorrect, obsolete or not sufficiently comparable to actual events as they occur. We
seek to incorporate appropriate historical data in our models, but the range of market values and behaviors reflected in
any period of historical data is not at all times predictive of future developments in any particular period and the
period of data we incorporate into our models may turn out to be inappropriate for the future period being modeled. In
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and our risk exposure and losses could be significantly greater than our models indicated. For example, we
experienced certain technical issues relating to our market risk measurement processes when we began incorporating
trade level detail for foreign exchange contracts in 2013. Despite rigorous pilot testing of our processes, during the
initial phase of implementation, our processes failed to incorporate certain positions we maintained to offset client
exposure, which led to an immaterial overstatement of foreign exchange currency rate risk positions during 2013
compared to our position at year end. We have adjusted our processes and have experienced no further issues. In
addition, if existing or potential customers believe our risk management is inadequate, they could take their business
elsewhere. This could harm our reputation as well as our revenues and profits. Finally, information we provide to our
regulators based on poorly designed or implemented models could also be inaccurate or misleading. Some of the
decisions that our regulators make, including those related to capital distributions to our stockholders, could be
affected adversely due to their perception that the quality of the models used to generate the relevant information is
insufficient.

The preparation of our financial statements requires the use of estimates that may vary from actual results.
Particularly, various factors may cause our allowance for loan and lease losses to increase.

The preparation of audited consolidated financial statements in conformity with U.S. generally accepted accounting
principles (�GAAP�) requires management to make significant estimates that affect the financial statements. Our most
critical accounting estimate is the allowance for loan and lease losses. The allowance for loan and lease losses is a
reserve established through a provision for loan and lease losses charged to expense and represents our estimate of
incurred but unrealized losses within the existing portfolio of loans. The allowance is necessary to reserve for
estimated loan and lease losses and risks inherent in the loan portfolio. The level of the allowance reflects our ongoing
evaluation of industry concentrations, specific credit risks, loan and lease loss experience, current loan portfolio
quality, present economic, political and regulatory conditions and incurred losses inherent in the current loan
portfolio.

The determination of the appropriate level of the allowance for loan and lease losses inherently involves a degree of
subjectivity and requires that we make significant estimates of current credit risks and future trends, all of which may
undergo material changes. Changes in economic conditions affecting borrowers, the stagnation of certain economic
indicators that we are more susceptible to, such as unemployment and real estate values, new information regarding
existing loans, identification of additional problem loans and other factors, both within and outside our control, may
require an increase in the allowance for loan and lease losses. In addition, bank regulatory agencies periodically
review our allowance for loan and lease losses and may require an increase in the allowance for loan and lease losses
or the recognition of further loan charge-offs, based on judgments that can differ from those of our own management.
In addition, if charge-offs in future periods exceed the allowance for loan and lease losses�that is, if the allowance for
loan and lease losses is inadequate�we will need additional loan and lease loss provisions to increase the allowance for
loan and lease losses. Should such additional provisions become necessary, they would result in a decrease in net
income and capital and may have a material adverse effect on us.

We could also sustain credit losses that are significantly higher than the amount of our allowance for loan and lease
losses, and therefore have an adverse impact on earnings. Higher credit losses could arise for a variety of reasons. A
severe downturn in the economy would generate increased charge-offs and a need for higher reserves. In particular, a
severe decrease in housing prices or spike in unemployment would cause higher losses and a larger allowance for loan
and lease losses, particularly in the residential real estate secured portfolios. Within the residential real estate
portfolios, we have HELOCs for which the end of draw is happening over the next two years. If there is a spike in
interest rates, these customers will not only have to deal with an increased or first time principal payment but also an
increase in interest payments, potentially leading to larger losses and allowance for loan and lease losses. For more
information about risks related to HELOCs, see ��We are subject to increased risk of credit losses associated with
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in our Q2 2015 Form 10-Q incorporated by reference in this prospectus supplement. While we believe that our
allowance for loan and lease losses was adequate on June 30, 2015, there is no assurance that it will be sufficient to
cover all incurred loan and lease credit losses, particularly if economic conditions worsen. In the event of deterioration
in economic conditions, we may be required to increase reserves in future periods, which would reduce our earnings.

The value of certain financial instruments recorded at fair value is determined using financial models
incorporating assumptions, judgments and estimates that may change over time or may ultimately not turn out to
be accurate.

Under GAAP, we recognize at fair value: (i) financial instruments classified as held for trading or designated at fair
value through profit or loss; (ii) financial assets classified as available for sale; and (iii) derivatives. Generally, to
establish the fair value of these instruments, we rely on quoted market prices. If such market prices are not available,
we rely on internal valuation models that utilize observable market data and/or independent third-party pricing. For
example, observable market data may not be available for certain individual financial instruments or classes of
financial instruments, such as venture capital investments. In such circumstances, we utilize complex internal
valuation models to establish fair value; these models require us to make assumptions, judgments and estimates
regarding matters that are inherently uncertain. When practical, we supplement internal models using independent
price verification in order to lessen the uncertainties in our models. These assumptions, judgments and estimates are
periodically updated to reflect changing facts, trends and market conditions. The resulting change in the fair values of
the financial instruments may have a material adverse effect on our earnings and financial condition.

Operational risks are inherent in our businesses.

Our operations depend on our ability to process a very large number of transactions efficiently and accurately while
complying with applicable laws and regulations. Operational risk and losses can result from internal and external
fraud; errors by employees or third parties; failure to document transactions properly or to obtain proper authorization;
failure to comply with applicable regulatory requirements and conduct of business rules; equipment failures, including
those caused by natural disasters or by electrical, telecommunications or other essential utility outages; business
continuity and data security system failures, including those caused by computer viruses, cyber-attacks or unforeseen
problems encountered while implementing major new computer systems or upgrades to existing systems; or the
inadequacy or failure of systems and controls, including those of our suppliers or counterparties.

Although we have implemented risk controls and loss mitigation actions, and substantial resources are devoted to
developing efficient procedures, identifying and rectifying weaknesses in existing procedures and training staff, it is
not possible to be certain that such actions have been or will be effective in controlling each of the operational risks
faced by us. Any weakness in these systems or controls, or any breaches or alleged breaches of such laws or
regulations, could result in increased regulatory supervision, enforcement actions and other disciplinary action, and
have an adverse impact on our business, applicable authorizations and licenses, reputation and results of operations.

The financial services industry, including the banking sector, is undergoing rapid technological changes as a result
of competition and changes in the legal and regulatory framework, and we may not be able to compete effectively
as a result of these changes.

The financial services industry, including the banking sector, is continually undergoing rapid technological change
with frequent introductions of new technology-driven products and services. In addition, new, unexpected
technological changes could have a disruptive effect on the way banks offer products and services. We believe our
success depends, to a great extent, on our ability to use technology to offer products and services that provide
convenience to customers and to create additional efficiencies in our operations. However, we may not be able
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to, among other things, keep up with the rapid pace of technological changes, effectively implement new
technology-driven products and services or be successful in marketing these products and services to our customers.
As a result, our ability to compete effectively to attract or retain new business may be impaired, and our business,
financial condition or results of operations may be adversely affected.

In addition, changes in the legal and regulatory framework under which we operate require us to update our
information systems to ensure compliance. Our need to review and evaluate the impact of ongoing rule proposals,
final rules and implementation guidance from regulators further complicates the development and implementation of
new information systems for our business. Also, recent regulatory guidance has focused on the need for financial
institutions to perform increased due diligence and ongoing monitoring of third-party vendor relationships, thus
increasing the scope of management involvement and decreasing the efficiency otherwise resulting from our
relationships with third-party technology providers. Given the significant number of ongoing regulatory reform
initiatives, it is possible that we incur higher than expected information technology costs in order to comply with
current and impending regulations. See ��Supervisory requirements and expectations on us as a financial holding
company and a bank holding company, our need to make improvements and devote resources to various aspects of our
controls, processes, policies and procedures, and any regulator-imposed limits on our activities, could limit our ability
to implement our strategic plan, expand our business, improve our financial performance and make capital
distributions to our stockholders.�

Cyber-attacks, distributed denial of service attacks and other cyber-security matters, if successful, could adversely
affect how we conduct our business.

We are under continuous threat of loss due to cyber-attacks, especially as we continue to expand customer capabilities
to utilize the Internet and other remote channels to transact business. Two of the most significant cyber-attack risks
that we face are e-fraud and loss of sensitive customer data. Loss from e-fraud occurs when cybercriminals extract
funds directly from customers� or our accounts using fraudulent schemes that may include Internet-based funds
transfers. We have been subject to a number of e-fraud incidents historically. We have also been subject to attempts to
steal sensitive customer data, such as account numbers and social security numbers, through unauthorized access to
our computer systems including computer hacking. Such attacks are less frequent but could present significant
reputational, legal and regulatory costs to us if successful.

Recently, there has been a series of distributed denial of service attacks on financial services companies, including us.
Distributed denial of service attacks are designed to saturate the targeted online network with excessive amounts of
network traffic, resulting in slow response times, or in some cases, causing the site to be temporarily unavailable.
Generally, these attacks are conducted to interrupt or suspend a company�s access to Internet service. The attacks can
adversely affect the performance of a company�s website and in some instances prevent customers from accessing a
company�s website. We are implementing certain technology protections such as Customer Profiling and Step-Up
Authentication to be in compliance with the Federal Financial Institutions Examination Council (�FFIEC�)
Authentication in Internet Banking Environment (�AIBE�) guidelines. However, potential cyber threats that include
hacking and other attempts to breach information technology security controls are rapidly evolving and we may not be
able to anticipate or prevent all such attacks. In the event that a cyber-attack is successful, our business, financial
condition or results of operations may be adversely affected.

We rely heavily on communications and information systems to conduct our business.

We rely heavily on communications and information systems to conduct our business. Any failure, interruption or
breach in security of these systems, including due to hacking or other similar attempts to breach information
technology security protocols, could result in failures or disruptions in our customer relationship management, general
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such failure, interruption or security breach will not occur or, if they do occur, that they will be adequately addressed.
The occurrence of any failure, interruption or security breach of our information systems could damage our reputation,
result in a loss of customer business, subject us to additional regulatory scrutiny, or expose us to civil litigation and
possible financial liability.

We rely on third parties for the performance of a significant portion of our information technology.

We rely on third parties for the performance of a significant portion of our information technology functions and the
provision of information technology and business process services. For example, (i) certain components and services
relating to our online banking system rely on data communications networks operated by unaffiliated third parties,
(ii) many of our applications are hosted or maintained by third parties, including our Commercial Loan System, which
is hosted and maintained by Automated Financial Systems, Inc., and (iii) our core deposits system is maintained by
Fidelity Information Services, Inc. In addition, we recently entered into an agreement with IBM Corporation for the
provision of a wide range of information technology support services, including end user, data center, network,
mainframe, storage and database services. The success of our business depends in part on the continuing ability of
these (and other) third parties to perform these functions and services in a timely and satisfactory manner. If we
experience a disruption in the provision of any functions or services performed by third parties, we may have
difficulty in finding alternate providers on terms favorable to us and in reasonable timeframes. If these services are not
performed in a satisfactory manner, we would not be able to serve our customers well. In either situation, our business
could incur significant costs and be adversely affected.

We are exposed to reputational risk and the risk of damage to our brands and the brands of our affiliates.

Our success and results depend, in part, on our reputation and the strength of our brands. We are vulnerable to adverse
market perception as we operate in an industry where integrity, customer trust and confidence are paramount. We are
exposed to the risk that litigation, employee misconduct, operational failures, the outcome of regulatory or other
investigations or actions, press speculation and negative publicity, among other factors, could damage our brands or
reputation. Our brands and reputation could also be harmed if we sell products or services that do not perform as
expected or customers� expectations for the product are not satisfied.

Negative publicity could result, for example, from an allegation or determination that we have failed to comply with
regulatory or legislative requirements, from failure in business continuity or performance of our information
technology systems, loss of customer data or confidential information, fraudulent activities, unsatisfactory service and
support levels or insufficient transparency or disclosure of information. Negative publicity adversely affecting our
brands or reputation could also result from misconduct or malpractice by partners or other third parties with whom we
have or have had relationships. Adverse publicity, governmental scrutiny, any pending future investigations by
regulators or law enforcement agencies involving us or any of our affiliates can also have a negative impact on our
reputation and business, which could adversely affect our results of operations.

Any damage to our brands or reputation could cause existing customers or other third parties to terminate their
business relationships with us and potential customers or other third parties to be reluctant to do business with us.
Such damage to our brands or reputation could cause disproportionate damage to our business, even if the negative
publicity is factually inaccurate or unfounded. Furthermore, negative publicity could result in greater regulatory
scrutiny and influence market or rating agencies� perceptions of us, which could ma
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